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To ensure the achievement of our targets, we must select 
the correct adjusiment and control models for regional 
economic activity, There are three basic adjustment and 
control models. The first one adopts a laissez-faire policy 
of government noninterfercace in regional economic 
activity. The main feature of this model lies in its total 
reliance on market forces, impelling the various regions 
toward coordinated growth as they compete. Early cap- 
italist societies basically adopted this model. It over- 
emphasized the role of mar\et regulation, while com- 
pletely rejecting planned regulation. Today, this is an 
untenable model in a capitalist or socialist society. 
Experience has shown that this model usually fails to live 
up to expectations. When competition is keen, coordi- 
nation is difficult between regions with different levels of 
development, and greater regional disparities and con- 
flicts are common. In some countries, regional conflicts 
have even evolved into political and racial contradic- 
tions under this model. Thus, since the 1950's, the 
national and local governments of many nations have 
broadened their participation in regional planning and 
development, the formulation of macroeconomic 
regional policies, etc. China is a large nation with low- 
level development, a wealth of regional resources, and 
obvious disparities in economic development. Our 
market mechanisms are highly imperfect, we have yet to 
form regional markets or unified, national markets, and, 
if we simply imitate the adjustment and control models 
for regional economic activity used by market economy 
systems, Our pre-existing contradictions will only get 
worse and severe social disruption will result. Thus, this 
model cannot be used in China. Under the second 
model, the government enjoys plenary intervention into 
regional economic activity. The main feature of this 
model is its total reliance on forced intervention through 
administrative means in the activities of the regional 
economies. This model completely denies the existence 
of market regulation, while over-exaggerating the role of 
planning. China's 30 years of pre-reform experience 
clearly prove the woeful inadequacy of this model that 
gives no consideration to the laws of commodity 
economy development. Although, under this model, 
strong-arm measures can provide temporary relief for 
some contradictions, in the end, only the symptoms get 
cured, never the causes. Thus, this model too is unsuit- 
able for China. The third model combines market regu- 
lation with planned regulation. The main feature of this 
model hes in the way it simultaneously exercises the 
roles of market regulation and planned regulation. Our 
reforms are now evolving in this direction, and stand as 
the inevitable choice for improving China's regional 
economic activity. However, the establishment of this 
adjustment and control model will require that we first 
resolve certain theoretical and practical issues that have 
yet to be cleared up. Among them, how to best exploit 
the roles of market regulation and planned regulation 
and achieve coordinated intra-regional and inter- 
regional growth. These remain major problems for cur- 
rent reforms. 
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v. 
IV. A Framework for improving Our Regional 


I have only been able to put forth a rough framework for 
simultaneously e ing the roles of market ume 
and planned tion in a way that organically 
bines the two. 


Systemic reforms occupy a core position. Systemic 
reforms must be in place as a foundation and prerequi- 
site for the resolution of other issues. From the stand- 
point of regional economic activity, a series of relation- 
ships must be taken care of in a systematic and 
coordinated way before a regulatory mode! combining 
~— 4b eee and planned regulation can be effec- 
tively built 


A. Set Straight the Relationships Between the Central 
Government and Local Governments 


The main issue in setting straight the relationships 
SS SS SS Se 
ments lies in clearly delineating the subject-matter jurs- 
diction and the financial jurisdiction of the central and 
local ments. First, ve means must be used 
to delineate subject-matter jurisdiction between the cen- 
tral and local governments. With sensible restrictive 
mechanisms dealing with responsibilities, powers, and 
limitations thereon of the central and local governments 
as radi emi to running the nation and dealing with 

we must scientifically establish the scope 
and limitations of central and local government powers 
to adjust, control, and manage the economy, and we 
must make the actions of the central and local govern- 
ments more legalized, more sensible, and their adjust- 
ment and control more scientific and standardized. In 
addition, the financial powers of the central and local 
governments must be sensibly demarcated through legal 
means. The exercise of governmental administrative 
functions requires the possession of certain financial 
powers. A shared taxation system, founded on unifica- 
tion and perfection, must be achieved where central and 
local governmental revenues are sensibly delineated and 
“one level of revenue goes to one level of government 
that has its own specified subject-matter jurisdiction and 
its own budget.” 


ee a ae 








Enterprises are the building blocks of the national and 
regional economies. Abundantly vital enterprises are a 
prerequisite for abundantly vital national and regional 
economies. Setting straight the relations between govern- 
ment and the enterprises will require that government's 
administrative and economic management functions be 
precisely demarcated. The key to accomplishing this lies 
in clearly establishing the styles and scopes of economic 
management for the different levels of government and 
in earnestly wiping out institutionalized corruption in 
economic management. The central and local govern- 
ments are not management units at a particular level but 
rather ad,usters, controllers, and servicers for the 
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economy. The emphasis in clearly establishing govern- 
ment's economic management style should be placed on 
“government regulation of the market" since the govern- 
ment cannot directly meddle in enterprise management 
operations. We must put an end to the practice of local 
governments being administratively involved in enter- 
prise activity and stop letting partial, temporary local 
interests be the sole motivator for economic manage- 
ment by local government. This pretty much requires 
that government's economic management scope be 
clearly established. Direct governmental intervention 
and management should be limited to those areas with a 
broad-based effect on the national economy and the 
people's livelihood. This would include such things as 
the infrastructure, management of national lands, 
national defense industries, etc. Even in these areas the 
government should exercise its Management powers in 
accordance with market demands to the greatest extent 
possible. In other areas, the government should mainly 
exert indirect adjustment and control in the area of 
production policies and regional economic policies 
through market regulation and inter-regional economic 
relations. To keep local autonomy powers and local 
economic interests from being confined within th: scope 
of local administration, the central and local govern- 
ments should adjust and control key elements so that 
they are coordinated within mutually beneficial or coop- 
erative regions of economic growth and regional rela- 
tions rather than within administrative regions of the 
same, comprehensive adjustment and control should be 
based on comprehensive economic reg:'ons, appropriate 
degrees of adjustment and control tilting should be made 
to benefit problematic economic regions, and the eco- 
nomic interests between the central and local govern- 
ments should be tied in with the comprehensive socio- 
economic and environmental development of the nation 
as a whole and the local regions. Thus, scientific, multi- 
leveled economic scope delineations must be made for 
the nation, and from this foundation we must organize 
the formulation and implementation of regional eco- 
nomic programs. 


The key to setting straight the relations between govern- 
ments and state-owned enterprises and to invigorating 
large- and medium-size state-run enterprises lies in 
clearly demarcating central and local government's eco- 
nomic management powers and ownership powers over 
state-owned assets. Recently, scholars have proposed 
various different reform plans dealing with the issue of 
control and management of state-owned assets. The 
proposals have included stock ownership, socialized 
ownership, the contracting system, distribution of profit 
taxes, etc. Regardless of which plan prevails, it must do 
away with government meddling in enterprise opera- 
tions and internal management and it must form the 
enterprise into truly vigorous commodity producers and 
managers. The relations between government and enter- 
prises should be as follows: Enterprises pay profit taxes 
in accordance with laws that are adjusted and controlled 
by government consis’ «nt with its proper subject-matter 
jurisdiction, government is responsible for formulating 
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national economic developmen! plans and regional pro- 

and for providing information on production 

t, market supply and demand, and improve- 

ment of the infrastructure, etc., and for adjusting and 

controlling production and growth, but is not 

-~_—4t for rae meddling in enterprise produc- 
tion, supply, and 


It must be stressed that government's scope of direct 
management over the economy should not be too broad. 
Yet, government's adjustment and control scope should 
include all territories of economic activity. If govern- 


ment only gives consideration to adjustment and control 
over partial areas of economic activity, it will be difficult 
to ensure coordination among the di t policies and 
measures. 


C. Set Straight Inter-Regional Relations 


Under broad, socialized production, two conditions 
must exist for the creation of appropriate regional rela- 
tions: namely, a foundation of broad, specialized pro- 
duction and sensible regional economic policies. 


Broad, specialized production requires sensible division 
of labor and cooperation within labor areas to exploit 
regional superiorities. The basic conditions for broad, 
specialized mainly include: perfection of 
markets, in ures, and appropriate regional dis- 
parities, among other things. Two areas of work must be 
done well to perfect markets. First, market mechanisms 


markets extending throughout the nation must be set up 
ble, the achievement of a unified, 
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regional economic policies and regional economic devel: 
opment policies. The construction of macroscopic 
regional economic policies mainly involves establishing 
the key points and directions for production in the 
regions and coordinating regional relations. To date, 
China has not come up with a fairly concrete macro- 
scopic regional economic policy. The central 
A ize forces to study such things as 
production policies and regi policy coordi- 
= 80 = a network of production policies is put in 
place in China. Where allocation of regional interests are 
concerned, specific policy preferences should benefit 
regions in a mutual and sensible way and should not 
—_ out hardships and fortunes in an uneven way. 
egional economic development policies are a package 
of policies formulated by the government to regulate 
regional economic growth. Policy measures include such 
things as intra-regional production layout policies, finan- 
cial policies, credit policies, investment policies, etc. 
These policies should be set out by the central and local 
governments consistent with the respective subject- 
matter jurisdictional limits and they should be coord:- 
nated with the macroscopic regional economic policies. 
Formulation of regional economic policies mainly is 
designed to exploit the role of planned regulation. 


1 This article studies both the economies of local 
administrative regions, as well as unified economies 
within and between administrative and regional econo- 
mies confronted with unique issues. 


2. See also, Zhang Keyun, “China's Kegional Economic 
Cooperation and International Economic Cooperation,” 
in China Development Report, 4 July 1991. 


3. For details, see Guo Fansheng (6753 0416 3932) and 
Wang Wei [3769 0251], Poverty and Development, the 


Zhejiang People's Publishing House, 1988. 


4. Refer to the language of the State System Reform 
Commission's Composite Reform Project, “A Blueprint 
for the Delineation of Control and Local Government 
Subject-Matter Jurisdiction,” in GAIGE No §, 1990. 


Article Views Current Prices of Capital Goods 
93CE0041A Beying ZHONGGUO WUJIA [PRICES IN 
CHINA] in Chinese No 8, 17 Aug 92 pp 17-19 


{Article by Dai Dingyi (2071 1353 0001) of the Informa- 
tion Center, Ministry of Materials: “Views on Current 
Prices of Capital Goods” | 


ext) L. Price Hikes Accelerate for Capital Goods, Some 
Have Seller's Markets 


The current market prices of capital goods have the 
following main features: The general price level is rising 
higher and higher. Some materials have a seller's market 
with skyrocketing prices. In some cases, the price is only 























nominal, and no y 8 avauabdle, The price gap 
aS widening. 
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with the same penod 


. The tud of rise j 
April and 7 tin May which was the 
month marked by the price h.ac stnce last year 


ez F433 
+ i 
i 
z 
: 


a 
i 
1 
: 
- 


ECONOMIC 9 


prices were 218 yuan and 194 yuan respectively, These 
tonped the prices at the beginning of the year by 30-80 
yuan per ton. Among nonferrous metals, aluminum has 
regis red a remarkable rise in price and may become the 
wext ot item on the capital goods market, For other 
nonferrous metals, prices are relatively stable. Markets 
for industrial chemicals remain either stable or sluggish. 
There has been no improvement in the markets for 
caustic soda and soda ash, while the prices of plastics 
have continued to drop. 


Il. Rolled Stee! Prices Have Not Reached the Peak, 
Cc Goede Petece Niay Ragieter 6 Deatio-augs Bie 
ear 


1) Investment in fixed assets is the primary motive force 
in the present round of economic growth. Increasing 
investment is still a principal way to speed up economic 
development in all localities. The scale of investment is 
bound to expand with the advent of the busy capital 
construction season and the absorption of more capital 
from abroad. On the other had, increased investment 
has spurred the growth of heavy industry. From January 
to May, the heavy industry registered a 20 percent 
growth, and 93.3 percent of its products were sold, 
outstripping light industry by 4.2 and 3.7 percentage 
points respectively. Production and sales of some 
machinery and electronics equipment were brisk. These 
features will cause the capital goods market io develop at 
a quicker pace than the consumer goods market. Accord- 
ingly, the prices of capital goods will rise faster this year 
than the retail prices of consumer goods. 


2) Inadequate transportation facilities have senously 
hampered the flow of materials, adding to the supply- 
demand imbalance between different regions. Take coal 
as an example. Now, the total supply and demand are 
balanced nationwide. However, there are large stockpiles 
in some localities, and overstocks in mining areas are 
restricting normal production. On the other hand, 
because of inadequate transportation facilities, the price 
of coal in some provinces and municipalities is shooting 
up, and secondary coal dealers have begun playing such 
illegal tricks as adulterating coal with gangue. Recently 
the state has taken measures to accelerate coal transpor- 
tation, but in doing so, it has also afficted the transpor- 
tation of rolled steel and other materials. Now, the 
black-market charges for getting railroad cars to trans- 
port goods are rising, and so are the loading and 
unloading fees. This will further push up the prices of 
rolled steel and other materials. China's transportation 
problem is a mayor factor restricting its economic devel- 
opment. It 1s estimated that the present transportation 
capacity can only meet about 60 percent of the require- 
ments. The transportation problem has an even greater 
restrictive effect than insufficient capital, energy, raw 
and processed materials and is also harder to resolve. Its 
influence will exist for a long time to come. 


3) The rise in the foreign exchange rate has increased the 
costs of imports, and therefore, raised the “threshold 
value” for using inte: national resources to help balance 
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domestic y and demand. For instance, steel wire on 
the internat market is about $250 per ton. At the 
rate of six to $1.00, the cost of imported steel wire, 
includi t, customs duty, and value-added tax, 
will be t 2,300 yuan ton, If the exchange rate 


rises to seven yuan to $1.00, the import cost will exceed 
2,500 yuan per ton, Now, steel wire is in very short 
supply in our country, but some steel wire is still 
exported. The reason is that the domestic price is lower 
than the international price. According to an analysis 
based on the current upward trend of our exchange rate, 
the domestic price of steel wire has to be in the region of 
2,500 yuan per ton to attract international resources into 
our country. 


4) Continuing reform and developing the commodity 
economy will inevitably cause the prices of capital goods 
to rise faster. This is because our prices of capital goods 
are comparatively low, and that we are relatively short of 
these resources. We will not analyze this in detail here. 
Presently, there are two specific phenomena: One is the 
effect ene are such as 
the higher coal price and higher railroad transportation 
charges. The other is that there is a relatively big rise in 
ber of business units dealing in capital goods. 
This has created some false demands and increased the 
pense in the circulation of supply. 


| 


The above analysis reveals that the rise in capital goods 
Se ee ee =O 
to understand the price question and what measures 
to adopt in solving this question, we must take all factors 
into consideration, make overall planning, and proceed 
from the cardinal requirements of continuing reform, 
opening wider to the outside world, and quickening 
ic development. 
the long-term objective, the rise in capital 
is a normal trend as well as an inevitable 
ive reforms, expanded openness, and 
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circumscribed by international prices. Most items cur- 
rently noted for price hikes are those materials or 
varieties of ma 5 whose domestic prices are consid: 
erably below the internationr! prices. As for those mate- 
rials whore domestic prices are close to the international 
prices—such as steel sheets among the rolled steel prod- 
ucts, nonferrous metals, and plastics—the market price 
fluctuations are comparatively small. 


From the viewpoint of reform, acceleration of pa 
tion and construction will push up the prices of capital 
goods. On the other hand, however, high prices of capital 
goods will restrict the blind development of production 
and construction, and promote the effective use of 
resources. For this reason, macroeconomic regulation 
and control should not aim at administrative interfer. 
ence in pricing. Instead, it should subject production 
enterprises construction projects to regulation by 
merket forces. To this end, it 1s necessary to quicken the 

1 if the enterprise mechanism and the investment 
tySters. Ve should set up an economic mechanism that 
‘elies on market regulation to rationalize the transfer of 

cote and distribuuion of resources. 


Viewed from the need for opening wider to the outside 
world, China should participate step by step in balancing 
the supply and demand of energy as well as raw and 
processed materials in the great international market To 
do 90, it is necessary (0 raise the domestic prices to a 
level comparable with the international prices. This is an 
inevitable trend. On the other hand, China is striving to 
join the General Agreement on Tariffs and Trade For 
this purpose, we have to reform our import system and 
lower the tariffs. At the same time, we should also 
vent the severe impact caused by increased imports. 
ising the foreign exchange rate 1s, therefore, a must 


From the overall economic perspective, the current h 
voby Lehi tse . a 
ll-scale inflation, may be considered allowable The 
present problem, however, is that the prices of some 
materials are rising too fast and too much. This may give 
rise to some new contradictions. For instance, because of 
the varied capabilities to stand the price impact in 
different localities, more regional problems may be 
encount«red in the distribution of resources. Excessive 
price hikes may influence the people's sentiment about 
prices. Due to the further widening of the gap between 
planned and nonplanned prices, some transactions that 
should be conducted at order-placing meetings may be 
concluded ouiside the meetings, thus disrupting the 
normal order of commodity circulation. In view of this, 
we must strengthen price monitoring, work out an 
overall price pian by taking all factors into account, and 
make fine-tunings of the plan ai appropriate times so as 
to maintain a generally stable capital goods market. As 
an example at this time, we may consider importing 
some urgently needed rolled steel products and give 
preferential treatment to such imports in terms of cus- 
toms duty and value-added tax as a way to control the 


skyrocketing domestic prices. 
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Article: “Jiangsu Committee's Socialist Education 

cams Assigned to Scored Initial Victory, 

Letter From Party Secretary Shen Daren (3088 667! 
Encouragement”) 
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devising plans to get rid of poverty and gain wealth, and 
by involving themselves in all phases of implementation. 
In the last few days of July, Jiangsu Party Secretary Shen 
Daren sent a letter to the teams pledging his full support, 
and encouraging them to continue to strive. 


Comrade Shen Daren in the letter wrote: “l was very 
pleased to read your work report. In the four months 
working in Shuyang, the Jiangsu party committee's 
socialist education teams, guided by the local party 
committee and ment, have performed a great deal 
of difficult and detailed work, and achieved very good 
results not only in terms of showing Shuyang how to go 


eel tas Araper but also in a Seepars 


to deal with the poverty. 
ore, in behalf of the Jiangsu 
party committee, | send all team members our regards 
and respect. We hope that you will follow your work plan 
and strive to achieve your . | believe you will 
achieve even better results. If the initial objective for this 
year can be realized, then early next year, we will 
convene in Shuyang an all-Jiangsu symposium so that 
representatives all poor areas in the province can 
gather and discuss the poverty-to-wealth process." 


The J party committee's socialist education teams 
to Shuyang in March this year. For all 
sectors in the county to support the common goal of 
promoting economic construction, the teams started off 
by making clear that their chief mission was to assist in 
economic development and that “prosperity for Shuyang 
and wealth to all residents" was both the starting point 
and the end goal of the teams’ activities. The teams then 

county-wide discussions of the theme of 


steps be taken “to stabilize and renew the emphasis on 
agriculture, to promote multiple enterprises, to give a 
free hand to entrepreneurial exchanges, to concretely 


“1-2-5 goal” is year: namely, for 
increase their net income by 100 yuan, for the village 
treasury to increase | revenue collection by 20 percent 
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major markets and high technology, we should keep our 
eye on the entire world market in comparing and 
selecting projects and products. We should plan for 
nid boldhy leon with high-tech content, and we 
should import turnkey industry with technology 
of advanced international standard, so we can produce 
goods with the scope, amy one that will enable 

quickly a market share develop investment 
¢ should firm emphasize quality Lt. 4 
nization and resolutely 


We should open up our en 
, and to capitalize 
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departments local authorities their ideas 
toward reforms in enterprises, 
he urged that be alert, flexible, decisive, delegate 

bility to develop initiative of all parties, 
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Taxation Director Jin Xin on Tax Reform 


93ICE0020A H: CHING CHI TAO PAO 
— Rj in Chinese No 35, 7 Sep 92 
pp 3-4 


Report by special t Li Zhuo: “Jin Xin on 
the Feasibility and Necessity of Tax Reform’) 


{Text} Tax reform is currently a hot subject in the 
economic reform in China. Recently, | conducted an 
interview with Mr Jin Xin, director of the State Tax 


L mmd 


and here hasbeen overall Jecpeing development of he 
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According to Jin Xin, since the Third Plenum of the 
Eleventh CPC Central Committee of 197., China suc- 
cessively carried out two reforms, ee profit into 
tax" and the comprehensive reform of ness tax 
system, thereby basically forming a multi-layered, multi- 

, and multi-tax system of taxation which is largely 
in line with the actual situation in China, and has 
enabled taxation to play its functional role. Taxation has 
become the main source of revenue for the state, the 
major means with which the state exercises macro-level 
regulation and control over the economy, and an indis- 
pensable component of the mechanisms of the economic 
management system and of the functioning of the 
economy. Nevertheless, the existing tax system is not 
perfect, but flawed in many respects, and therefore it 
cannot meet the needs of the economic development of 
the present time. First, the tax structure is not optimized, 
and there is no sound basis for some taxes. Most prom- 
inently, the existence of some taxes no longer suits the 
need of the economic development of the present time, 
while some taxes which are necessary have yet to be 
instituted. Such a situation has affected the demonstra- 
tion of the overall effectiveness of the present multiple 
tax system. Second, there has been serious encroachment 
upon the tax base, as a result the real tax burden on the 
enterprises is much lighter than the nominal tax burden. 
Third, with regard to the distribution of tax authority, 
necessary centralization of authority has not been effec- 
tively achieved, while necessary decentralization of 
authority has yet to be entirely implemented. These 
problems have to be resolved as soon as possible in the 
process of further reform. 


Jin Xin emphasizes that China's reform has now entered 
the stage of reforming the deep structures, and that some 
deep-structure problems in economic life can no 

be resolved by measures of decentralization and sharing 
gains. All this urges us to speed up tax reform, and 
establish a set of regulating mechanisms that can play a 
growing role in resolving deep-structure problems. 


Advantageous Conditions for Tax Reform 


Jin Xin believes tax reform requires strong policies, and 
involves the adjustment of the existing distribution of 
one ”S general reform measures are being 

becomes very difficult and calls for 
an meticulous work. However, it is necessary 
to understand that the current situation provides good 
conditions for accelerating tax reform, and that the 
reform enjoys many advantageous conditions. First, 
after Deng Xiaoping made those important statements 
during his southern inspection, and after the meeting of 
the Central Politburo was held, there have emerged a 
consensus on some important theoretical issues and 
some common understandings. As a result, there is now 
a new, unprecedented situation concerning the reform 
and opening to the outside world, and reform and 
opening up are being accelerated. Second, China is now 
stable both politically and socially, and the economy is 
developing in the right direction. Consequently, the 
reform climate is rather relaxed, and there now exist 














conditions for intensifying the reform to an appropriate 
degree. Third, .ccelerating reform and opening up is 
poe, and is supported widely among all social circles. 

while, various sectors of the tion have now 
become markedly more capable of ng the conse- 
quences of the . All this has provided a solid social 
and opening up. Fourth, China has 
of experience during the tax reform carried 
out in the previous years. Meanwhile there have been 
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Jin Xin that in accordance with the center's for 
re up and in tion 
of the actual situation , the guiding idea for 


, make tax burdens fair, simplify the tax system, 
distribution methods, impose order on dis- 
tribution relationships, and strengthen taxation’s role in 


. Under this guiding idealogy, 
tax should follow the following principles: 


First, it is necessary to push enterprises toward the 
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system to promote the transformation of enterprises’ 
operating mechanisms and to raise economic efficiency. 


Fourth, it is necessary to give full play to the active role 
of the center and localities in yy + Under 
the precondition of maintaining unified tax laws and 
centralizing tax authority, gradually expand local tana- 
tion, and establish local tax systems. Meanwhile, give the 
localities corresponding tax authority to create condi- 
tions for establishing the fiscal “separate tax system." 


Fifth, tax reform should be kept in line with the overall 
progress of economic reform, and coordinated with fiscal 
reform, price reform, and enterprise reform to suit the 
situation of reform in other areas on the basis of mutual 
facilitation. Create conditions for reform in other areas, 
through rationalizing and standardizing the tax system 
to eliminate the phenomenon of dragging cach other's 
feet in the process of economic structural reform. 


The goal of tax reform is to establish a socialist taxation 
system that has Chinese characteristics, and suit the 
needs of a planned commodity economy. This means to 
enhance the use of intermediate-phase and income taxes, 
improve local taxation, give full play to the role of other 
taxes, enhance taxation’s functions of accumulating 
wealth and regulating the economy th standard- 
izing the tax system, and continuously increase tax 
revenue with the growth of the economy. To achieve the 
goal, it is necessary to reform and improve the way in 
which different taxes are currently instituted, by abol- 
ishing or merging many overlapping or out-dated taxes, 
by instituting a few new taxes, and by simplifying the tax 
system to raise efficiency. 


Content of Tax Reform 


According to Jin Xin, the next step of the tax reform 
includes the following measures: 


|. Reform enterprise income tax. Originally the income 
tax rate for state enterprises was to be lowered from 55 
percent to 33 percent in three years, but effort will be 
made to accomplish the goal set by the plan sooner, by 
putting the plan in place all at once. At the same time, we 
will establish a unified income tax system for domesti- 
cally funded enterprises. We will standardize pre-tax 
deductions and the criteria of itemization for enter- 
prises, and replace pre-tax debt payment with after-tax 
debt payment to protect the tax base from encroach- 
ment. There will also be rather big adjustments regarding 
other relevant accompanying policies. Meanwhile, ener- 
getic study will be conducted on the feasibility of insti- 
tuting uniform income taxes on both domestically 
funded and foreign-funded enterprises as the next step of 
tax reform. 


2. Reform intermediate-phase tax. We will establish an 
intermediate-phase tax system thai contains the three 
taxes of value-added tax, product tax and business tax, 
and is based on double-layered regulation That is, we 
will completely implement the value-added tax first for 
the phase of industrial production and then for the phase 
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(Article by Jiso Ran: “Foreign Banks Are Coming— 
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principle 
Sontag Fo ebay See system, free rein to the 
central edministration for the 
ment of : collective economy, upholding the principles 
of no egalitarian and indiscriminate transfer of the 
resources and contract rights of peasant households, free 
rein to the superiority of public ownership of land and 
other means of prcaeies ng the princi 4 
making au 
ee 
both centraily and at fic levels, 
toholding the principle of realities 
centralizing whatever should be centralized, and decen- 
ng tever should be decentralized, combining 
centralization and decentralization. 


Second is the need for further reform of the tural 
products circulation system, fostering and cting the 
market system. Full advantage must be taken of the 
t opportunity that the relatively comfortable 
situation, the difference between parity and nego- 
and the difference between procurement 
provide to carry out a decisive policy for 
agricultural productions circulation 
nts on both the price and circulation of 
products, including grain, should be com- 
yt LVS A SD 
ts gradually on means of produc 


aoe removing resco the name agricul- 


ete: 


a§ 
Eth 


. 
i 


of agricultural products, 
notably wholesale and futures trading. 


Third is further reform and perfection of the agricultural 
investment system that promotes the development of 
well-known, premium, special, new, and rare agricultural 
products. Priority must be given to investment that — 
commodity grain and main cotton producing 
sthasity camaeen quavited tes Ge Gpveapmenn of wal 
known, premium, special, new, and rare products, and 
priority support given to the export of foreign exchange- 
earning products. 
Fourth is further development of socialized service enti- 
ties for agriculture, liberalizing policies for the operation 
of such entities. Various kinds of services entities as 
turnkeys for commodity circulation, science and tech- 
, capital, production, and processing must be 


and gradually serve as backstopping for eco- 
nomic strength to permit diversification of service orga- 


completeness in the servicing process, sub- 
in service operations, and making the service 


system an industry. All agricultural sectors including 


ut 
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farming, forestry, water conservancy, and township and 
town enterprises must keep pace with changes in govern- 
ment functions, vigorously link the development of 
tech and materials, operate all sorts of service 
entities that combine production, supply and marketing, 
and solve problems in failure to pay attention to com- 
modity circulation in managing production, and needing 
services but having no means of getting them. Agricul- 
tural agencies must take their cue from services needed 
in the course of production, becoming full-service agen- 
cies that provide services before, du ap ond Op tee 
duction. In addition, they must enable all services having 
a bearing on the agricultural sector as well as all service 
organizations in society to develop in the direction of 
integration and progression of trade, industry, agricul- 
ture, science, and technology. 


Farm Product Wholesale Markets Developing Well 
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[Text] In recent years, especially since the second half of 
last year, our wholesale markets have developed at a very 
fast pace. According to the Ministry of Commerce sta- 
tistics over 1,000 state-owned agricultural product 
wholesale markets now exist. Some agricultural product 
wholesale markets have formed a three level market 
structure consisting of primary markets (including free 
markets), regional markets and central markets. 


Vegetable and fruit wholesale markets were developed 
first. By 1990 there were 1,340 vegetable and fruit 
wholesale markets. Sales totalled more than 12 billion 
yuan, comprising 70 to 80 percent of the total domestic 
market activity, of which 40 percent was earned by 
state-owned business cooperatives. The development of 
these wholesale markets have caused fruit and vegetable 
production to increase several times. Before the estab- 
lishment of wholesale markets in Shouguang County, 
Shandong vegetable output was 850 million jin. At 
present this county's annual vegetable production is 2.5 
billion jin, and output value 400 million yuan. The 
wholesale product market generates an annual income of 
12 million yuan. The combination of large, medium- 
sized, and small markets day by day forms the local 
production, transitional and consumption markets. Con- 
sumers are less and less facing regional and seasonal 
limitations, and the quality of marketed fruit and vege- 
tables is increasing daily. 

Faced with the problems of “difficulty selling pigs,” 
“difficulty buying eggs’’ and a weak chicken market, the 
pork, poultry and egg product wholesale markets aave 
developed rapidly since they were set up. The meat 
product wholesale markets in Chengdu have been oper- 
ating for only eight months, but the amount of con- 
tracted products is 500,000 tons, of which 455,000 tons 
are distributed to other provinces. Sales total 2 billion 
yuan which is double the sale amount before the whole- 
sale market was established. In the first month that 
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